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1. The Economic Background
T he first bulletin in this series revealed that a disturbing 
number of CPAs in public practice are deriving incomes from their 
practices which are below any reasonable standard.
It disclosed, for example, that roughly one out of five practi­
tioners are now receiving incomes which compare unfavorably with 
the salaries paid to staff accountants and accountants below the 
executive level in industry. An even higher proportion of the CPAs, 
moreover, are earning incomes which may not be sufficient to permit 
them to discharge all the basic obligations imposed upon profes­
sional men as a group and as individuals.
Since a professional man’s income is a product of his fees, it is 
apparent that some CPAs must be charging rates for their services 
which do not accurately reflect the cost of performing those services.
This, in turn, raises some questions:
1. Do these practitioners include in their fees a reasonable 
amount for themselves as a legitimate expense in the conduct of a 
professional practice?
2. Do they maintain strict control over the time devoted to each 
engagement as a means of insuring that the proper levels of account­
ing skill are efficiently applied to it?
3. Do they lack a “resistance point” on fees — a constantly 
visible point at which a fee no longer recovers the full cost of an 
engagement?
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4. Do they recognize that a professional fee can rarely be justi­
fied for non-professional work? And do they utilize non-professional 
assistants for work which cannot command professional fees?
5. Do they base their fee scale on a realistic estimate of the 
amount of “chargeable” time which can be expected of staff men 
and partners in a year?
If the approach of some CPAs to fee-setting is defective, it may 
well be due to the profession’s reluctance to engage in open and 
candid discussions of the subject. To be sure, the old attitude of 
reserve is breaking down. Today, although a few CPAs still regard 
any outward expression of concern over fees as undignified, most 
members of the profession are ready to concede that a high quality 
of service cannot be provided unless the practice is functioning as 
an effective economic unit. Nonetheless, the old habit of reticence 
is not likely to be abandoned quickly.
This cannot, however, be held solely responsible for the fact 
that so little has been written on fees. The complexity of the subject 
has also discouraged practitioners from freely discussing it. There 
are, unhappily, no simple formulas and no universal answers in the 
determination of a fair fee. Too many elements — including sub­
jective ones which defy precise measurement — enter into the de­
cision. But one conclusion seems inescapable: in the light of the 
economic statistics contained in the first bulletin of this series, the 
difficult art of setting fees deserves far more attention than is gen­
erally accorded to it.
This study, based both on research in the existing literature on 
professional fees and on numerous interviews with successful prac­
titioners, small and large, offers some guidance on the development 
of a sound fee schedule. But it would be successful if it achieved a 
more modest objective: to inspire a widespread exchange of ideas 
on the subject and thus improve the economic lot of all members of 
the profession.
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2. The Factors in Determining Fees
The CPA’s Tentative Income Goal
Before a truly effective fee structure can be developed, an ob­
jective should be established against which the day-to-day perform­
ance can be measured.
This is represented by the practitioner’s or partner’s income 
target. The obligations which ought to be considered in selecting 
that target were discussed in the first bulletin of this series. A sum­
mary of them by Marquis G. Eaton, immediate past president of 
the Institute, is worth repeating:
“The financial resources available to the professional man from 
his practice must be sufficient to enable him to do these things, 
among others: to pay the compensation necessary to attract to the 
profession, in competition with others, the highest type of young 
people; to maintain the library and other equipment needed in his 
work; to pay the cost of a respectable and comfortable office; to 
afford the leisure necessary for thought and study of an advanced 
character; to render the public services which the community may 
ask of him; to provide for old age; to discharge family obligations; 
to maintain a standard of living that would contribute to a client’s 
good opinion rather than detract from it; to provide for his participa­
tion in the affairs of professional societies and attendance at their 
meetings. The practice should yield financial returns to cover these 
things without the burden of excessively long hours devoted to 
w ork. . . ”
One of the considerations mentioned by Mr. Eaton merits ad­
ditional emphasis. In setting his income goal, the practitioner would 
be well advised to keep in mind that his own evaluation of his worth
5
can have a strong effect upon the client’s opinion of his value. If he 
consistently underestimates it, the client may well underrate his 
abilities. This is a truism which applies to almost any human 
relationship.
“As a general rule,” one expert on professional fees has written, 
“it is poor practice for the physician to undercharge. Certainly it 
is a psychological truth, evidenced in so many practical ways, that 
the man who undervalues himself loses caste in the eyes of the 
public. Often the large size of a man’s fee increases his prestige 
and broadens his practice. If he charges an extremely moderate 
fee, however altruistic his underlying motive, the probability is that 
his patients will attribute it to his own lack of experience and inept­
ness. This is, of course, no brief for exorbitant fees; hence the 
wisest policy, especially when the doctor is new to the community, 
and his capabilities are largely a matter of conjecture, is to emulate 
the majority of local physicians in the fixing of a set charge.”*
The selection of an income target, of course, is a wholly per­
sonal matter.
Accountants, first of all, vary greatly in ability. The CPA has 
attained professional status because, in addition to other things, the 
certificate represents a high level of competence within his field. It 
does not, however, guarantee anything more than minimal accept­
able competence. Some practitioners, either through inclination, 
ability, or circumstances, may reach a technical plateau during the 
course of their careers which is not appreciably higher than the 
knowledge necessary to obtain the certificate. On the other hand, 
many CPAs regard the certificate as a mere starting point; they 
continue to broaden their knowledge and, through its proper appli­
cation, increase their usefulness to the business community. Those 
who fail to keep pace with these professional leaders can hardly 
hope to match them in compensation.
In establishing his income goal, the practitioner must also take 
into consideration the nature of his services. If he is largely pre­
occupied with routine tasks which require no great exercise of
* Wolf, George D., The Physician’s Business, Second Edition, Philadelphia, J. B. 
Lippincott & Co., 1945, p. 115.
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professional skill, he must realistically make an adjustment in his 
income expectations. But if his firm is primarily engaged in pro­
viding service at a truly professional level, he has a right to expect 
higher fees for its work. A professional service, after all, is a com­
posite of many things. It is based on knowledge acquired through 
formal education, on experience gained in handling similar situa­
tions in the past, and on continual efforts to keep abreast of new 
developments. It demands an analytical ability which, combined 
with sound judgment, enables the practitioner to determine what 
work needs to be done and the most practical way of undertaking 
it. Such service quite properly carries a higher price tag.
As a guide in arriving at a reasonable figure, the practitioner 
must recognize that his net income should normally be composed 
of the following elements:
1. A realistic salary, equivalent perhaps to that required to hire 
someone to perform the practitioner’s duties; or the salary the prac­
titioner could expect to command if he was employed by another 
public accounting firm.
2. A return on the capital investment comparable to that which 
could be achieved if the money was otherwise invested.
3. A proprietary share — a reasonable amount which can be 
considered as the return to the principal for accepting the responsi­
bility for conducting the practice. This represents the true profit of 
the accounting practice itself, for the other portions of the total net 
income generally can be realized without estabfishing or maintain­
ing the practice.
For the sake of convenience, elsewhere in this study the word 
“salary” refers to both staff and principals unless otherwise noted; 
and the term “principals’ return” refers only to the proprietary share 
plus the interest on the capital investment.
Finally, in deciding upon his income target, the practitioner 
should remember that clients expect a professional firm to be able 
to render competently any service within its acknowledged field. 
But the practitioner’s level of fees affects his ability to render a
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variety of services of high quality. Consequently, if the fees charged 
by individual firms prevent its members from continuing to improve 
their capacities or interfere with the maintenance of an organization 
equipped to render effective services, the standards of the profession 
are lowered. Moreover, the fees of one firm are affected to some 
extent by the fees of others, with the quality of the services being 
determined, in part, by the extent to which the fee structure enables 
a firm to preserve high standards.
Fee Factors in Specific Engagements
The income goal has an over-all effect upon the fee schedule;
but a number of elements must always be weighed in establishing 
the charge for a particular engagement. Those most often mentioned 
by experienced CPAs and other professional men include:
1. Amount of staff and partner time devoted to the engagement.
2. Value to the client of the service rendered.
3. Technical importance of the work and amount of responsibility 
assumed by the CPA.
4. Difficulty of the engagement.
5. Ability of the client to pay.
6. Size and character of the community.
7. Established client vs. new or casual client.
8. Expense, including overhead and unusual expenses caused by 
the engagement.
9. Skill and experience of the staff members who undertake the 
work.
10. Acceptability of the fee to the client.
11. Urgency with which the work must be done.
12. Reputation of the accounting firm.
13. Customary fees within the community.
It is evident that these elements in setting fees fall into two basic 
groups:
1. Objective elements (direct expenses and time spent) which 
are the only ones capable of accurate measurement.
2. Subjective elements (most of which have some “value” or 
“acceptability” characteristic) which cannot be measured precisely.
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In addition to the two basic categories, there are other factors 
which affect the upper and lower limits of the range of the fees 
which can be charged.
Opinion seems to be divided within the profession as to whether 
the first or second group should be emphasized in determining a 
fair fee for an engagement. Much of the literature in recent years 
has tended to dwell upon the “value” concept. No one, of course, 
would deny that a CPA’s services have values which ought to be 
reflected in the fee. But a sound fee structure should be based on a 
hard core of measurable factors — and the “value” criteria is sub­
ject to a wide range of interpretations in any engagement. The 
“value” approach seems to have been advanced, in part, as an emu­
lation of the practices of other professions. This, however, may have 
been the result of misunderstanding. While other professional men 
may seem to bill on the value of the work performed, they usually 
base their charges on an anticipated average hourly return. There 
is support for this view in the fact that articles have been appearing 
with increasing frequency in professional journals advocating the 
proper consideration of the measurable factor of time in order to 
practice on a sound financial basis.*
It is perhaps fruitless to argue which set of elements — the ob­
jective or the subjective — generally deserves the heavier emphasis. 
A close examination of them reveals that they are closely interre­
lated, rather than in conflict with each other. Yet it is worth under­
scoring the point again that only the objective elements can be 
accurately measured and controlled.
The Objective Elements in a Fee
A fee must recover the direct expenses of the engagement, reim­
burse the firm for a fair proportion of its general operating expenses 
and provide some return for the principal. Otherwise, the firm 
cannot long survive.
Time is usually the biggest single element of cost. The time cost
* Among these are: “Do Your Fees Fully Reflect the Time You Spend?” by Arthur 
Owens, Medical Economics, September, 1957, pp. 122-126, 312-320; and “Fees 
That Are Fair to Your Patient and You,” by Meyer M. Silverman, Oral Hygiene, 
January, 1952.
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of the staff can be accurately computed from their salaries, payroll 
taxes, insurance and other employee expenses.
The determination of a principal’s time cost is usually more 
arbitrary. Nonetheless, he should allocate a reasonable “salary” to 
himself as a basic cost of conducting a practice. The time and 
energy which he devotes to administering, planning and coordinat­
ing the staff operation is as much a cost of conducting a practice as 
staff salaries. The fact that he is the proprietor or a partner does 
not affect the validity of the cost. The practitioner is, in fact, one 
of his own most important creditors. A number of firms use the 
partners’ drawing accounts as the cost figure and this, if set at a 
realistic level, seems to serve the purpose adequately.
How much of the time spent on an engagement should be 
charged to the client?
There is usually no question that the principals’ and staff ac­
countants’ time should be included. Firms differ, however, in their 
treatment of their office and clerical help. Some regard typing and 
checking as a direct cost of the engagement and charge the client for 
them. Others absorb these costs in their overhead. According to 
recent surveys by several state societies, slightly more than half of 
the firms prefer the first method. The feeling seems to be that 
rising labor costs have made salaries of office help a significant 
item. Since the requirements of the clients vary, the cost should be 
distributed in proportion to the use of these employees. Time in­
volved in research work connected with the engagement is usually 
included, but some firms make occasional adjustments in charging 
for these costs, when the knowledge gained might increase their 
capacity to serve other clients.
Expenses incurred during the course of an engagement — for 
example, out-of-town travel expense and long distance telephone 
calls — should be included in the bill. Most firms indicate major 
expenses as separate items on their invoices, feeling that they should 
be distinguished from “professional services rendered.” A number 
of CPAs feel that all significant expenses which are directly related 
to an engagement should be charged to that particular client. This 
approach seems to be more in keeping with billing a client for work
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performed than it would if these items were included in overhead.
Most of the expenses which are not directly charged to the 
client are usually classified as overhead. This includes rent, taxes, 
telephone, insurance, library, supplies, depreciation of equipment 
and salaries of “non-productive” personnel. Ideally, the non- 
chargeable time of the principals, at their “salary” rate, should also 
be included in overhead. This overhead should be distributed among 
the clients as the cost of maintaining and keeping available an 
organization which can effectively render the services required of it.
The easiest method of allocating these expenses is derived from 
dividing the annual overhead expenses by the total number of hours 
charged to clients during the year by both staff and principals. This 
would give an hourly “burden” rate expressed in dollars which 
would be applied to each hour charged to a client during the course 
of an engagement. Like many simple methods, this one has its 
shortcomings. It enables the practitioner to recover his overhead 
costs; but those costs are not distributed among his clients accord­
ing to the level of work performed for them. It follows that a client 
who is paying the same hourly “burden” rate, regardless of the staff 
grade employed, would be paying a much higher proportion of the 
overhead in a fee charged for the time of a junior than he would in 
the case of a partner.
Many firms believe that the amount of overhead charged to a 
client should vary in direct proportion to the level of work per­
formed as well as to time. This is represented by the different 
grades of accountants used in the engagement. (The actual expense 
of a senior accountant is higher than that of a junior for several 
reasons — including the greater cost of the non-productive time of 
the higher salaried man.) By dividing the amount of overhead 
expense for the year by the gross annual salary costs charged to 
clients (i.e., the sum of each staff member’s chargeable time multi­
plied by his “direct labor” costs), the “burden” rate is then expressed 
as a percentage. Calculating the value of the percentage for each 
individual (or the average for each class of staff man) and adding 
to it the salary rate, will yield the basic cost per hour. The overhead 
can then be figured for each engagement from the number of hours
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which are charged for each grade or individual assigned to the job.
This approach is by no means universal. Some firms feel that 
overhead cannot be allocated on an hourly or job basis, since any 
rate employed would be based on last year’s figures, rather than on 
current ones. The volume of billing varies, while overhead remains 
relatively fixed. Consequently, unless gross fees can be very closely 
estimated, a “burden” rate cannot be applied accurately. These 
firms, therefore, set their fees on a basis which, over a year’s time, 
will recover the total overhead expenses without trying to allocate 
them to each engagement.
It is evident that the only way in which these costs can be effec­
tively met is through the employment of basic time rates established 
in relation to the direct salary costs of the engagement, or direct 
salary and an allocated portion of the overhead.
How much should these costs be in relation to the total amount 
billed?
It is impossible to answer this specifically. It depends on a 
number of factors including size of firm, its location (affecting rents 
and salaries), the nature of the work performed and, to some extent, 
the type of client. Nonetheless, the firms interviewed for this study 
indicated that certain ranges could be established. The consensus 
was that, except in highly unusual cases (e.g., a new client in an 
unfamiliar industry), direct salary costs should never exceed 50% 
of the fee. In most cases, depending on the services performed, the 
firms felt that the direct salary cost should average somewhere 
around 40% of the fee. Overhead expense exclusive of accountants’ 
salary costs varied among them from a low of roughly 20% to over 
40% of the gross fee. The most common range among these firms, 
as well as a number of other practitioners, seems to be 25-33%, 
with the lower end of the scale prevailing.
The Subjective Elements in a Fee
Although the “value” elements within an engagement are almost 
impossible to measure, they remain in many cases important con­
siderations in setting a fair fee.
They can include such things as amount of money involved,
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savings or convenience to the client, success or failure in attaining 
an objective, establishing a precedent or handling unusual problems. 
They are often closely related to the skill required to perform the 
work and the degree of responsibility assumed by the accountant. 
These elements of value to the client tend to fall into three groups:
1. Those that are reflected in a man’s salary and receive proper 
consideration under a time-salary cost rate.
2. Those arising from technical accomplishments which are 
only partially reflected in the accountant’s salary.
3. Those that bear little or no relation to the time involved.
In seeking a fair gauge to value, it is sometimes necessary to 
consider several of the value components simultaneously. When 
the various levels of the work involved can be matched to the 
appropriate skill of the individual staff members, the problem is 
simplified and proper scheduling can often achieve the proper 
evaluation. When this can be done thoroughly, it is often adequate 
to multiply the salary and overhead cost by the time involved, plus 
a reasonable charge for supervision and a contribution toward the 
principals’ return.*
In many cases, however, the nature of the assignment or the 
limited size of the staff requires that each accountant perform duties 
which involve varying degrees of skill. Furthermore, as the scope 
of his talents broadens through experience, the accountant may be 
called upon to provide a wider range of services. Under these cir­
cumstances, an evaluation of the services based on the caliber of 
personnel assigned to perform them becomes more difficult. How­
ever, some of the firms interviewed did not consider this a serious 
problem. They usually do not make any downward adjustment in 
rates where a higher grade staff member performs duties usually 
assigned to a lower grade. They believe that the greater skill of the 
higher grade man enables him to do the job faster and better, thus 
offsetting the differential in rates. But it seems reasonable to assume 
that some routine assignments can be handled faster by a junior
* Defined on page 7 as the interest on capital and the proprietary share.
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than by a partner because the junior has had more recent practice 
in repetitive tasks. A practitioner should be cautious, therefore, in 
billing for high grade men on lower grade work. In any case the 
client is likely to be more interested in what was done and how well 
it was done than who did it.
Some engagements are of such a nature that the time element 
and other costs are minor considerations. In a complicated tax 
settlement case, where thorough knowledge and judicious reasoning 
on the part of the accountant leads to substantial savings to the 
client, the accountant may well consider the amount of savings to 
be an important factor in setting his fee. As in all learned profes­
sions, circumstances arise where knowing what to do is of far 
greater significance than the physical execution of an act, which in 
itself might be relatively simple.
Under these conditions, the fee is often a result of personal judg­
ment, weighing a number of factors, including the satisfaction of 
the client. For example —
A CPA represents two tax clients each requiring the same ex­
penditure of time. One case results in a $5,000 tax refund and the 
other a $50,000 refund. Some accountants may feel that one case 
is considerably more valuable than the other, while others hold that 
the value to the client lies not so much in the actual financial result 
as it does in having someone represent his rights. His rights exist, 
regardless of the point of view. It might then boil down to a 
question of how clearly the client was entitled to a refund and the 
accountant’s ability to make a persuasive presentation. Any way it 
is approached, a “reasonable” fee becomes a matter of opinion.
It is impossible to put absolute price tags on many of the sub­
jective elements which are part and parcel of the services rendered, 
but the care with which these elements are weighed often represents 
the key to true professional pricing.
The Upper Limits on Fees
Even after costs have been determined and the value of services 
have been properly evaluated, a fee is often restricted to a range 
whose upper and lower limits are affected by external elements. The
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effect of some of these can be modified by the practitioner; others 
are beyond his control.
First, the conditions, habits and customs of the community tend 
to impose a ceiling on fees. Because living expenses and operating 
costs are often less in the small cities, the general level of income 
might be somewhat lower. However, this differential diminishes 
rapidly when the community population is 100,000 or more. If a 
smaller community has a number of independent businesses, or has 
diversified industry, the limits are apt to be somewhat higher than 
a trading center primarily serving a farm area. These conditions 
are not absolute and tend to be localized without significant regional 
pattern. Moreover, some accountants have been able to overcome 
some of these limitations, as evidenced by the fact that some small 
town practices net as much or more than successful firms in large 
cities.
Variations in fees are to be expected from differences in the 
maturity and skill among the CPAs in the same area. A community 
expects a differential to exist between the talented, energetic and 
seasoned practitioner and his less skilled, aggressive and experienced 
colleague. In addition, a firm with a preeminent reputation may 
instill more confidence in a client than a relatively unknown one. 
The client may, therefore, rely more heavily on its recommendations 
and place greater value on them. Some businesses, especially small 
ones, may want to acquire prestige through employment of a CPA 
whose firm is highly regarded within the community. These varia­
tions tend to obviate adherence to the principle of “going rates” 
within a profession. Although “going rates” can affect accounting 
fees, the influence of them is less persuasive on firms of outstanding 
reputation. Truly professional fees should not, therefore, be funda­
mentally based on price competition.
Acceptability of the fee to the client is an important considera­
tion. There is little point in rendering a bill unless the CPA can 
reasonably expect to collect it. The degree of acceptability, or 
satisfaction, can be influenced to a fairly large degree by the ac­
counting firm itself, through continued high quality service and 
proven value to the client. When client education has been effec­
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tively conducted, resistance to reasonable fees can be greatly dimin­
ished or completely eliminated. (The techniques of overcoming 
client resistance and increasing acceptability is a subject in itself 
and will be examined in more detail in later studies.)
Irrespective of value, cost and even acceptability, there is a point 
at which the fair ability of the client to pay is reached — a limit to 
what a particular client can really afford to pay for accounting serv­
ices. A number of practitioners contend that the CPA has an obli­
gation to perform all of the services needed by small clients. How­
ever, if a client has a $2,000 limit on what he can fairly afford 
but the work required would cost $3,000 (including a fair return 
to the principals), the accountant would be operating at a loss if he 
undertook it for $2,000 — or providing a disservice if he charged 
$3,000. Very small businesses, in fact, must recognize that they 
cannot afford the best of anything. They often cannot afford the 
best offices, legal counsel, equipment or advertising media — nor the 
most comprehensive and expensive services a CPA can perform. A 
large company and a small one may have a problem whose solution 
requires substantially the same amount of work. In the first case, 
the solution may result in a $100,000 saving, in the second, $1,000. 
Because the costs of solving the problem may be well out of pro­
portion to the results achieved in the latter case, the assignment 
ought not to be undertaken unless the CPA wishes to contribute a 
portion of his time for the welfare of the client, or can find a means 
of modifying his approach and still achieve the desired result. (He 
might, for example, set up the procedure to be used so that the 
client’s own staff can perform the mechanics of the work.)
On the other hand, no business is so small or its ability to pay 
so limited that a careful diagnosis might not reveal opportunities 
for accounting services which could be useful at a fee scale which 
keeps in balance the value to the client, ability to pay and fair 
compensation for the time of the CPA. Some clients, for example, 
cannot afford to have a professional accountant keep their books. 
In many of these cases, an individual trained in bookkeeping can 
do an adequate job — and the client should pay no more than is 
justified by such work. If an accountant attempts to compete on a
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price basis under these conditions, he will doubtless fail to achieve 
a reasonable professional compensation. He might better devote 
his time to areas of greater usefulness. Nonetheless, rates at a pro­
fessional level for some types of bookkeeping or write-up work can 
be justified if the accountant can do it faster and cheaper than a 
less skilled person — or the additional skill employed results in a 
better job which is worth more to the client. But this assumes that 
additional value is in keeping with the client’s ability to pay for it.
Even if a CPA could charge whatever he wished and a client 
was willing and able to pay it, there is a self-imposed limit inherent 
in a professional fee. A professional man is not entitled to un­
limited earnings, for at some point his own services, no matter how 
well performed, cease to have additional value. Although the point 
at which this may occur is nebulous (perhaps because so few 
CPAs may have reached it), there is at least a theoretical level in 
acquiring wealth through professional practice at which service 
gives way to profit as the primary consideration.
The Lower Limits on Fees
It is generally held that a laborer is worthy of his hire and that 
a professional man should expect and is entitled to a professional 
income for professional services.
As mentioned previously, a reasonable salary for the principals 
of a firm is as much an element of cost as those of the staff, rent, 
supplies, or equipment. On this basis it can be said that the bottom 
limit of a fee structure must be such that the annual fees cover 
annual costs.
There are several theories on the flow of costs, developed with 
varying degrees of logic. The common one seems to be that costs 
flow from one engagement to another. This, in turn, is usually 
based on one of two assumptions.
The simpler and probably the more widely employed is that 
costs become attached to an engagement by the number of man­
hours (within each grade) assigned to the engagement. This method 
furnishes a control point in the management of the practice which
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serves as a guide in the day-to-day problems of practice. It is useful 
in making decisions on:
1. The work which a client can afford to have done for him, 
where there is a close limit on his ability to pay.
2. The management of chargeable and non-chargeable time 
within the accounting firm.
3. The minimum fees which can be accepted for any engage­
ment for any client.
The third area has special significance in that it provides a 
built-in “resistance point.” The practitioner will know that if the 
fee for an engagement does not recover this amount, it will subtract 
from the proposed annual financial result. This doesn’t mean that 
an engagement should never be undertaken for less. But by having 
what amounts to almost day-to-day control, this point is always 
visible to the practitioner. If he does not know where this point is, 
he will not know the level at which he should offer strong resistance 
to pressure for a lower fee. The use of the objectively measurable 
element of time is the only way in which this control can be 
maintained.
The other assumption, which is sometimes used, is that the cost 
flow is related to the value of each engagement. This requires that 
the fee involved be measured against the annual costs and fees, with­
out any day-to-day control. The difficulty in this approach is that 
there is really no sound way (without the use of time) to determine 
how much a particular fee should be in relation to the total annual 
fees.
The Application of Cost Flow
How then is the flow-of-costs principle applied to the fee to be 
rendered?
An annual income result presupposes a certain number of hours 
which are to be charged to the clients. To these hours are applied 
the rates which will yield the desired return. The number of hours 
can be determined by the performance standard of the firm, for the 
different grades of accountants employed.
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Since practicing accountants seem to work longer hours than 
other occupational groups, an attempt was made to determine what 
number of chargeable hours was reasonable or desirable. Although 
no precise figure can be cited, some guides can be established.
An article in Fortune magazine* †indicated that management 
consulting firms base charges for their staff on a supposition of 150 
days (1050 hours) a year. The nature of their services is often 
non-repetitive and once a particular assignment is over, they must 
turn to new clients. It has also been said that 1,000 chargeable 
hours represents the optimum productive time in operating on pa­
tients (200 days at five productive hours per day) in a busy dental 
practice.†
Accounting firms, on the other hand, usually have a large por­
tion of repetitive clients for whom the work remains relatively con­
stant. Since they can forecast and plan their work more accurately, 
there are apt to be fewer and shorter gaps between assignments for 
the staff. Therefore, accounting firms can be expected to have a 
higher percentage of chargeable time than consultants. Assuming 
that overtime is undesirable, there may be about 1,800 hours a year 
(after deduction for vacations, holidays, sick time, etc.) which is 
theoretically available for each man. Since almost no one can be 
involved in chargeable work all of the time, the chargeable time 
standard should be less than this. Some firms, both large and small, 
feel that approximately 1,400 hours a year (200 seven hour days) 
represent a sound estimate of a reasonable number of chargeable 
hours upon which to base staff rates (they felt possible overtime 
work should not be considered in the base) — with the partners 
having somewhat less, depending on their administrative and other 
duties. Other firms consulted for this study believed that 1,600 
hours might be achieved without the use of overtime. A member of 
a large multi-office firm stated that, while 2,000 hours represented 
an ideal, the actual performance of the staff was about 80% of the 
ideal — with roughly 60% of the time for beginning juniors and 
partners being classified as chargeable. This situation was con­
* “The Ambitious Consultants” by Perrin Stryker. Fortune, May, 1954. p. 184.
† Op. cit.
19
firmed by several firms of comparable size, whose average of 1,600 
annual chargeable hours included overtime.
Some variation also exists among firms due to the length of the 
work week. In large cities, a number of firms operate on a 35-hour 
week, others work ½  or as much as 40 hours in a regular week.
After a realistic chargeable time standard is established (bearing 
in mind that sufficient time should be available for personal devel­
opment, staff training and other professional activities), salary and 
other costs can be computed and basic rates determined. There is 
evidence that some firms do not figure the direct salary cost in a way 
which lends itself to effective control. The hourly direct salary cost 
chargeable to a client for an $8,000-a-year man, for example, is not 
four dollars (based on the 2,000-hour year for which he is em­
ployed), but five dollars on the basis of his chargeable time (as­
sumed to be 1,600 hours in this case). The firms who compute the 
salary cost on 2,000 hours usually allocate the non-chargeable time 
to general overhead; but in doing so they may lose control unless 
they recognize that non-chargeable time is a cost which should be 
recovered on a day-to-day basis.
Since the basic rates are established to achieve a particular 
income result over a given number of hours, a firm’s income will be 
increased if its experience exceeds those hours — and if its basic 
rates were actually billed and costs did not rise (e.g., overtime pay). 
On the other hand, if the estimated financial result can be achieved 
only through exceptionally long hours, either the fee schedule or 
the expected income return requires some modifications.
A regular fee base is computed on several assumptions which, 
when not adhered to, may require some changes. These assump­
tions include:
1. That regular work is being performed for regular clients. 
When a non-repetitive engagement from a casual client is accepted, 
a higher rate may be justified, since the flow of costs is different and 
the regular base rate may not have sufficiently allowed for such 
circumstances. On the other hand, experience with a regular client 
might suggest that economies could be instituted at times (e.g.,
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a man might be assigned full time to a large client) which would 
permit the accountant to charge less per hour, without affecting the 
estimated annual income result. This doesn’t imply that a lesser 
rate should be billed under these conditions, but only that it is pos­
sible, under certain circumstances, to charge a lesser rate which will 
not affect the annual income expectation.
2. That the work will be handled efficiently. If the costs are 
raised through the accountant’s fault, inexperienced help, inade­
quate supervision, false starts, or doing work which shouldn’t have 
been done, he should bear the increased cost himself. This means 
the fee would be something less than the extension of the base rate.
3. That the various accountants involved in an engagement will 
be assigned “in grade.” If a man is assigned to work which can be 
adequately handled by a lower grade accountant, a downward ad­
justment might be in order. This, however, is not necessarily true. 
If a senior can do a job faster than a junior, the fee would be no 
more, even at higher rates. If he can do a better job and the addi­
tional value is significant, he might even justify a higher fee.
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3. Types of Fees in Current Use
Over the years a number of articles have been written advanc­
ing the relative merits of per diem (or hourly) fees and contract 
fees, represented by flat fees and retainers. Actually, their differ­
ences lie not so much in their being different types of fees but in 
their being different approaches to dealing with clients. Both are 
usually based on a computation of time. In the first case, the bill 
is figured from an extension of the time spent, multiplied by a stand­
ard rate. The latter is an attempt to estimate the time involved, 
applying the standard rate to the estimate and quoting a fee to a 
client in advance of an engagement. In current practice, only a 
minority of the firms and practitioners seem to use one approach 
to the complete exclusion of the other or use either one in strict 
accordance to their traditional definitions. A third type of fee, 
also based on time, is some variation of a costing method.
In order to better understand the modifications which have 
evolved, a brief description of the merits of these approaches may 
be in order.
The “Costing” Method
One of the traditional methods of establishing a fee involves 
separate computations of the components of a fee and does not 
attempt to integrate them until the bill is prepared. In a simplified 
form it can be expressed as:
Fee =  A +  B +  C — where A =  the product of the hours in­
volved and the hourly salary cost (staff and principals); B =  an 
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overhead allocation; and C =  principals’ return, usually based on a 
percentage of the sum of A and B.
Although this method is still used by some firms, it involves 
extensive calculations in preparing bills. Many firms feel that this 
additional work is not necessary, for if the flow of costs is established 
by time spent, all costs (not just salary) should be applied when 
extending time. This gave rise to the use of hourly or per diem rates, 
which give due consideration to most of the elements of a proper 
fee.
Per Diem Rates
These are charges made in direct proportion to the actual time 
spent on an engagement. The rates themselves usually vary accord­
ing to the grade of the personnel who perform the work. In small 
offices, each accountant may have an individual rate, but a more 
common practice is to average them in accordance with the classifi­
cations of junior, semi-senior, senior, supervisor and principal. The 
rate is derived from the average salary cost for each classification, 
to which is added an amount to cover a proportion of the overhead 
and “principals’ return” compensation for the partners. The client 
is billed on the basis of these rates multiplied by the amount of 
time spent by the accountants within each classification.
It has been found in practice that several formulas yield a return 
which adequately covers these factors in different practices. The 
most frequent ones mentioned range from two to three times the 
direct salary cost (based on the estimated annual chargeable time), 
with two and one half tending to predominate. Another method is 
to bill the daily rate at one percent of the annual salary cost.
There has been a tendency on the part of some firms to accept 
one of these formulas as the “going” rate within the profession. The 
lack of comparability of these formulas lies in the failure to consider 
the varying methods used by different firms in considering the 
components of the rate. Two times the direct salary cost may be 
an entirely adequate rate for a firm which charges a client directly 
for the time of typists or other clerical help and other items which 
can be specifically associated with the engagement. But another
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firm which absorbs all clerical costs and other direct expenses as 
overhead might find that a rate of three times the direct salary cost 
is needed to achieve a satisfactory return. Variations in rent and 
other costs also affect the amount of overhead of different firms and 
thereby, the size of the multiplier which is sufficient to consider 
them. In addition, different estimates of the number of chargeable 
hours per year are used to determine the salary cost. If the same 
formula was applied on an hourly or daily basis in these cases, 
therefore, the rates would be different. However, if two men in 
different firms at the same salary each met his performance stand­
ard, the amount of fee produced during the year would be identical 
— the difference being in the flow of costs, since one requires more 
chargeable time to produce the same annual results.
When rates of this type are employed, it is usually better to 
establish them on an hourly rather than daily basis for two reasons: 
the length of a day is often open to varying interpretations, and the 
charges for a fraction of a day are more difficult to distribute than 
smaller units of time.
The advantages of a straight time rate, according to its advo­
cates, are: (1) the client pays for exactly what he gets in the way 
of work performed, no more and no less; and (2) the accountant 
is assured of avoiding a loss on an engagement by receiving full 
payment for time devoted to work.
But this fee arrangement also has one important disadvantage: 
it places, under certain conditions, undue emphasis upon the time 
element. It may not be flexible enough, even with proper schedul­
ing of staff grades, to consider the quality or value of the services. 
Nor does it always take into consideration the highest forms of pro­
fessional service, where time has little significance as a measure of 
value. Since a client has no real idea of what the services will cost 
him, he sometimes cannot decide if certain services are worth the 
price he may have to pay for them. Under these conditions, he may 
limit himself to the minimum service without realizing that addi­
tional service could be of greater value to him in the long run. When­
ever this might be a problem, some firms keep their clients informed 
of the charges by advising them as the costs reach certain levels.
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Flat Fees and Retainers
An agreement to perform any or all services for a specified fee 
has sometimes been represented as the truly professional basis for 
billing, for the client is aware of the cost before the engagement is 
undertaken.
The traditional concept of a retainer (still prevalent in England) 
was that, for a given sum, a professional man would guarantee that 
his services would be available if needed. There would be an addi­
tional charge for the costs of any services actually rendered. As used 
in this country, the retainer differs from the usual fixed fee only in 
that it is an agreement to perform these services for a designated 
period of time.
Therefore, for all practical purposes of analysis, the two forms 
of contract fees may be regarded as one.
The biggest single disadvantage to a fixed fee is that it is just 
exactly that — fixed. If an accountant underestimates his costs, or 
new facts uncovered in an engagement add to them, he may not 
receive an adequate return for the work performed, or may even 
lose money. Moreover, in a period of rising costs it may be even 
more difficult than in the case of per diem rates to persuade a client 
to accept an upward adjustment in a fixed fee or even acknowledge 
the value to him of additional services which may have required 
more time.
On the other hand, the client may suffer if the accountant over­
estimates his fee. The usual practice in setting a fixed fee is for the 
accountant to undertake the difficult task of estimating the time 
involved, apply per diem rates and add a percentage for con­
tingencies. The client is then overcharged to the extent that the 
contingent factors do not materialize as allowed for in the estimate.
Firms differ in their views of the fixed fee. Some, especially 
those caught in the price squeeze arising from the spiralling costs 
since World War II, are adamantly opposed to them in any form. 
Yet a recent survey by the Institute of more than 2,100 firms and 
practitioners showed that over 75% had some clients on a fixed fee 
basis. This percentage remained fairly constant throughout the
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various regions of the country. The population of the community 
did not affect the results appreciably, although a slightly higher 
percentage of the firms in large cities indicated they had some 
clients in this category. Nor was the fixed fee characteristic of the 
smaller firm. Although the smaller firms may tend to have a 
larger volume of clients in this category (the number or percent of 
a firm’s fixed-fee clients was not determined in this survey), over 
70% of the large firms had at least one such client. (See appendix, 
page 51 for details.)
The widespread use of flat fees, under certain circumstances, 
indicates that they can sometimes be effective if suitable precautions 
are taken.
The first of these precautions is that a fixed fee arrangement 
should only be undertaken for established clients whose accounting 
needs are fully understood. Secondly, the services should be ex­
pressly limited and the fee should be for a designated period of time 
(a retainer), subject to review at the end of this period. This ap­
proach has been presented by Max Block* as follows:
1. The retainer when used should cover services that are reason­
ably predictable as to volume and complexity. In this category, 
generally, are the following:
a. auditing
b. financial statement preparation
c. preparations of tax returns — covering routine business 
transactions
d. review of reports and tax returns with clients
2. By excluding the non-predictable items, the retainer can be 
made less speculative . . .
3. Non-retainer items should be billed separately when, as, and 
if the services are performed. . . . Services included in this category, 
patently, are those not covered by the retainer. The following are 
illustrations of such services:
Extraordinary tax planning
Attendance at tax examinations except, perhaps, when only 
minor problems develop
* “Office and Staff Management,” a forum conducted by Max Block, The New 
York Certified Public Accountant, March, 1952. pp. 191-194.
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Conferences on a high level, not dealing directly with finan­
cial statements and tax returns prepared
Special investigations, etc.
4. In order that a client should not receive too many bills, non­
retainer items might be billed semi-annually, or even annually.
5. In any event, clients should be advised that it is not intended 
under a retainer arrangement that unlimited services be rendered 
for a limited fee. This should be understandable by a fair-minded 
businessman and, if necessary, his own business operations might be 
used for illustrating the propriety of this point. Thus, even where 
routine services are involved, should it happen that because of sharply 
increased business volume, or because of difficulties within the client’s 
own organization, the annual retainer is substantially inadequate, 
“renegotiation” of the retainer should be possible and a year-end 
adjustment be provided for . . .
Contingent Fee Arrangements
When all or a substantial portion of a fee is paid only if a given
event occurs, it is usually referred to as a contingent fee. It is gen­
erally expressed as a percentage of the amount which is “saved” or 
“won” for the client.
Although it is generally recognized that such an arrangement 
has no place in accounting and auditing work in general, it is 
sometimes difficult to determine the line of demarcation between 
contingent fees and fees which are justifiably determined after the 
work is completed and the benefits to the client are considered. “The 
test to apply,” says John L. Carey, “is whether, by prearrangement, 
the certified public accountant has what amounts to a financial inter­
est in a venture of his client, in that the CPA may receive an 
exceptional financial reward, contingent upon the success of the 
venture. This kind of prearrangement is improper because it may 
influence the accountant’s judgment (or ‘findings’), or subject him 
to the suspicion that his independence has been impaired.”*
The Institute’s Rules of Professional Conduct do not prohibit 
performing tax work on a contingent basis “where the findings are
* Professional Ethics of Certified Public Accountants, John L. Carey, American 
Institute of Certified Public Accountants, 1956.
27
those of the tax authorities and not those of the accountant.” The 
Treasury Department, however, requires the filing of a signed state­
ment containing the terms of the compensation agreement if it is on 
a wholly or partially contingent basis. Furthermore, it prohibits 
wholly contingent fees unless the client could not otherwise afford 
to obtain the services. Partially contingent fees are permitted by 
the Treasury Department if “provision is made for the payment of 
a minimum fee, substantial in relation to the possible maximum fee, 
which minimum fee is to be paid and retained irrespective of the 
outcome of the proceeding.”†
Minimum-Maximum Estimates
In an effort to satisfy clients who insist on having an estimate 
of costs in advance of an engagement, some accountants will give 
a probable range.
After estimating the time involved at the rates usually charged 
for similar work, the accountant may present the total to the client 
as the minimum charge. To this he may add an amount which he 
feels is something in excess of all possible contingencies. He may 
bracket his estimate rather than using it as a minimum, but it is 
usually advisable to err on the high rather than the low side. Few 
clients have ever been known to complain if their bill runs less than 
the estimate. The more complex the engagement, the greater this 
amount should be. The estimate could then be presented as a 
bracket, wide enough to consider possible complications which may 
arise.
As is true with most compromises, this method leaves something 
to be desired. It does, however, provide the client with some idea 
of the probable fee, while furnishing the accountant with a hedge 
against unforeseen developments. When it is possible for the CPA 
to make a preliminary survey of the work to be performed, it re­
duces the amount of guesswork which would otherwise be involved. 
Some firms usually charge for such surveys.
An alternative to this procedure, used by some firms, is to tell 
the client the per diem rates which would normally apply and then
† Treasury Department Circular No. 230, Sec. 10.2 (4) (y) 
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roughly approximate the time involved. This system enables the 
client to estimate, to a limited degree, the cost of other services 
which he might wish to add, but it makes it difficult for the account­
ant to vary rates to adjust for application of greater than “normal” 
skill within a staff classification which might be justified after the 
engagement is underway — or to give consideration to the addi­
tional value of the services which might be developed during the 
course of the engagement. Moreover, a number of successful firms 
object to this practice. They feel that quoting of hourly or daily 
rates is more in keeping with the relatively constant skill level of the 
artisan than the wide range of abilities required of the professional 
man. This approach, in their view, detracts from their status in 
the eyes of their clients.
When a CPA feels that it is necessary to make an estimate, 
other than for the limited services for which he may feel confident in 
quoting a fixed fee, the minimum-maximum dollar estimate seems 
to be the preferable choice.
Straight Time With Adjustments
A common practice is to extend the time of each class of ac­
countant at basic rates and have the summary sheet examined by 
the principal most directly concerned with the engagement. The 
principal reviews the time and considers any extenuating circum­
stances. He may compare it with former bills to the client, if the 
services are similar, and attempt to account for discrepancies. He 
strives to assign a dollar value to the unusual elements of the work 
performed and the benefit to the client. He may then make some 
adjustment either upward (e.g., extensive contributions to improv­
ing internal procedures or large savings to the client in a complicated 
tax settlement) or downward (e.g., inexperienced personnel) to 
achieve what he feels is an equitable fee for “professional services 
rendered.”
This method seems to be used by sole practitioners and large 
firms alike. In long, complex engagements, however, a number of 
valuable contributions may have been made in which the time 
involved bore no significant relation to the intrinsic value. The im­
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portant reorganization conference appears on the time sheet as 30 
minutes, the valuable piece of business advice delivered on the tele­
phone appears as 15 minutes (if it appears at all). Unless the 
“description” line on the time sheet is truly descriptive, it may be 
inadequate as a basis for determining the value of the work. Par­
tially offsetting this, of course, is the fact that the greatest degree 
and variety of skill employed in the engagement and the major 
consultative contributions are often made by the man who makes 
the final billing decisions.
The Variable Scale
In an effort to keep the value of the time element in its proper 
perspective during the course of an engagement, a number of firms 
have adopted a range of rates within each classification of account­
ant. This differs from straight time with adjustments in that the 
adjustments take place during the course of the engagement and are 
considered in the hourly rate itself. Through the application of a 
rate most nearly related to the skill required of the individual, the 
firms which use this procedure believe that it reduces end-of-job 
adjustments and simplifies the billing process.
The higher the classification, the wider the range of possible 
rates, due to the wider range of abilities the accountant may be 
called upon to utilize.
In a letter to the Institute advocating a variable rate structure for 
most billing situations, Dixon Fagerberg* says:
Averaging of rates is inevitable in both theory and practice, since the 
execution of virtually any engagement comprises a series of tasks 
calling for varying degrees of education, skill and experience. This 
is because, as a practical matter continuity of thought is required, so 
there are natural limits to the division of a five-task assignment 
among five persons so as to utilize the highest skill of each. 
Notwithstanding, the larger the office staff and/or the engagement, 
the greater the possible subdivision of skill levels and the greater the 
potentialities of using lower skills on more routine phases and higher
* Mr. Fagerberg is the former editor of the Practitioner’s Forum in the Journal of 
Accountancy and has made significant contributions to the field of practice 
management.
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skills on more important and difficult phases of a given engagement.
In general, the smaller the engagement the greater the averaging of 
the skills of the one man or two men performing it. The larger the 
engagement the less the overlapping of subdivided skills, hence the 
greater validity of fairly uniform standard rates (really average or 
composite-skill rates) by gradations from junior to light senior to 
heavy senior to supervisor to principal.
The closer the approach to the apex of the organization, the greater 
the possible variability in rates. There are many jobs or parts of jobs 
the young junior cannot be trusted with at all. On the other hand, 
circumstances (busy season, deadlines, etc.) not infrequently make 
it necessary for the top man to do work far below his highest skill, 
which he can do no better, and perhaps not as fast, as one of the 
semi-seniors, in which case the client can and should only be charged 
accordingly.
It is often difficult to determine which rate within a staff classi­
fication should apply, especially when the possible range is rather 
wide. The solution advanced by a number of firms is to establish 
some benchmarks within the scale, resulting in perhaps several rates 
within a classification.
Sproull† suggests three scales which he calls the Simple Audit 
Scale, Other Audits and Tax Scale, and Complicated Scale. Regard­
ing the Simple Audit Scale as the minimum rate within a staff classi­
fication, he establishes the rates for the Other Auditing-Tax Scale 
and the Complicated Scale as 150% and 200% and up, respec­
tively, in their relation to the minimum rate.
T. Dwight Williams† reports the results of a survey on adjust­
ments for types of services, as follows: “To obtain upgraded rates 
for services of a nature other than routine auditing, most firms 
increase their basic rates by some percentage.
“For tax services, the reported percentage of increase ranges 
from 25% to 100% and averages about 60%. For systems instal­
lation, the percentage of increase varies from 10% to 100% and 
averages about 40%. For special investigations, the range of in­
† Accountants’ Fees and Profits by R. Sproull, London, Professional & Trade 
Books, Ltd., 1951.
† “Fees for Services,” T. Dwight Williams, CPA Handbook, New York, American 
Institute of Certified Public Accountants, 1953. Vol. 1, Ch. 12.
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crease is from 10% to 100% and averages about 50%. For advis­
ory and consultative services, the range is from 25% to 150% and 
the average about 66⅔  % .”
It is impossible to define exactly the types of work which would 
fall within each rate when a variable scale is used, due to the varia­
tions inherent in each assignment. The proponents of this method, 
however, feel that, with an understanding of the principles involved, 
a practitioner should be able to evaluate most assignments and 
assign a rate reflecting the average level of work performed. For 
engagements where time remains a major element, an increasing 
number of firms, especially the smaller ones, where each individual 
is called upon to handle a variety of assignments, have adopted some 
form of variable scale with which to evaluate their services.
If a firm employs a variable rate structure, it should still estab­
lish a “minimum” or “average” rate for each staff classification, 
designed to cover all costs (including a fair compensation to the 
principal). Unless such rates are set up, at least as a guide, the 
practitioner will not be able to relate his financial position to the 
specific engagements and will lose effective control over his efforts 
to achieve his desired annual income result.
Consulting Fees
In cases where time is not really pertinent to the “value” of 
services rendered, none of the foregoing practices are really effective. 
These situations arise at the higher levels, generally in the case of a 
principal. Here the elements of value and the degree to which the 
practitioner must draw upon his professional training are often the 
only major considerations in determining the fee. Although some 
practitioners will bill these services at twice their “standard” rate, 
there are circumstances under which this is also inadequate. Con­
ferences to which he has made substantial contributions; advice 
about complicated business problems; negotiation of tax settlements 
are examples of this type of work. A “consulting” fee is mentioned 
not because it represents a method of setting fees, but it is indicative 
of situations occurring with varying frequency, for which a prac­
titioner must make provision to arrive at a proper fee.
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Up to this point this bulletin has been concerned with the pros 
and cons of different approaches to fee setting, in the light of the 
factors which are widely considered to have a bearing on the fees.
It appears from the foregoing that there is no one right method 
of setting fees. It is entirely possible that each method might result 
in a proper fee, under certain circumstances, not only as they are 
applied by different firms, but within a single firm as well. Different 
situations may require different treatment, but the basic principle 
remains the same: although value of service rendered should be the 
criterion for any professional accounting fee, value itself is in large 
measure based on the costs of rendering the service.
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4. Current Practices in Fees
To what extent is the profession as a whole giving the proper 
weight to realistic costs which include a fair “salary” to the prin­
cipal, and a reasonable return on the proprietor’s equity?
Too little statistical material has been compiled to justify many 
sound conclusions about the general practice of the profession in 
setting fees. From the available literature, however, several tenta­
tive generalizations may be attempted.
1. Many firms rely heavily on billing at a rigid time rate or a 
lump sum based on such a rate, although some of them have not 
been based on a realistic evaluation of the factors involved.
2. There is some trend, however, toward a more flexible fee 
structure, in an effort to give consideration to elements of value 
and the level of work performed.
3. There is a tendency to use different rates for different types 
of services, notably auditing, tax work and management services.
4. There is less reluctance among accounting firms in having 
full and frank fee discussion with the client.
Survey Results on the Basis for Setting Fees
Eighty-five per cent of the over 2,100 accounting offices reply­
ing to a nationwide survey by the Institute, indicated that time spent 
was a fundamental consideration in setting their fees. (See page 
54 for analysis.) Of these offices about 52% of them stated that 
their fee (with the exception of tax work) was usually an extension
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of a straight time rate. Of this group more than half of them used 
special rates for tax work. The other 47% of the offices where time 
was the primary factor, indicated that the majority of their bills 
contained some sort of an adjustment from a straight time rate, for 
the circumstances surrounding the engagement.
The 15% surveyed who did not feel that time was generally the 
primary consideration in their usual fee, stated that the size of their 
fee depended on the nature of the engagement and its circumstances.
Since these figures may have been somewhat distorted by the 
high proportion of replies from small firms who were apt to limit 
their practices to auditing and tax work only, a series of personal 
interviews were conducted with a number of representative firms, 
large multi-office organizations and small practitioners. Virtually 
all of them said that in engagements requiring a relatively constant 
level of ability by the men involved, or where the nature of the 
work lent itself to distribution among appropriate members of the 
staff according to the skill required — the fees did not vary materially 
from the “basic” rate for the classification involved. (See pages 
47-50 for examples of conditions under which adjustments were 
made.)
The Limitations of Fee Surveys
The value of fee surveys as being indicative of general billing 
rates has been questioned by some practicing CPAs, while upheld 
by others. One of the arguments against such studies is that even if 
a “going” rate could be established for different services, it wouldn’t 
be of too much help. They argue that accountants’ fees are too low 
to start with and that these averages might tend to become the 
maximum fees in that area. They feel it is of more importance to 
know what the successful firms are charging, rather than the typical. 
The fact that different firms use different bases in determining their 
rates and that varying degrees of adjustments take place before the 
bill goes out, tend to limit further their value. Little control is 
usually exercised over the replies and the number of returns is 
generally not statistically valid in relation to the group it purports 
to study. On the other hand, proponents of such surveys feel that 
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many practitioners have little or no idea of the rate structures within 
the other firms in the community. Therefore, they have difficulty in 
evaluating their own fees. Firms with the lowest rates, they say, are 
encouraged by these surveys to raise the level of their fees to a 
point which is more in keeping with the general practice in the 
locality. They also provide a guide for the use of new entrants into 
the profession, or the community.
Some state societies and chapters have conducted fee surveys 
during the last few years. While averages derived from them are of 
limited value, their most important contribution often lies in point­
ing up the extremely wide range of fees which exists among firms in 
similar locations, doing similar work. One recent study showed a 
range among principals of $5-$25 an hour for similar work — under 
certain circumstances $50 an hour constituted the upper limit of the 
range for special engagements.
A certain amount of the spread can be attributed to varying 
degrees of ability, type of work and the depth with which the CPA 
goes into a client’s problems. The only answer, however, which 
can account for a good deal of it, is that the practitioners at the 
lower end of the scale are either grossly undervaluing their services, 
or are performing services which are of a clerical rather than pro­
fessional nature.
Since fees are dependent on so many factors and computed from 
different bases, it is difficult to compare the fees of one firm against 
those of another.
However, if the practitioner is aware of the circumstances exist­
ing in other firms, their size and nature of practice, he is in a better 
position to make such a comparison. With this in mind, eighteen 
members of successful local firms were asked to describe the methods 
they use in arriving at their fees and the relationship of salaries and 
overhead expense to their gross billings. Their descriptions are not 
necessarily typical of general practices, but they are indicative of 
successful approaches which have been used by some highly re­
garded firms.
All of them stated that they used some sort of computation of 
time and rate as a foundation for their billing. However, the impor- 
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tance of straight time to the fee itself varied among the firms.
The value to the client of the services rendered and the type 
of work performed were almost universally regarded as an important 
element, but varying means of considering it were used. Some of the 
firms make rather arbitrary adjustments in the bill while others, 
especially those with large staffs, felt that they were able to weigh 
these factors sufficiently through the proper scheduling of work 
among the different grades of staff men, who in turn had different 
rates, depending on their experience and ability.
In these cases rates for each grade of staff man tended to be 
somewhat flexible. Some of the representative approaches are de­
scribed on pages 41-46.
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5. Summary and Conclusions
After reviewing the published material on fees, as well as the 
frank observations of a number of successful practitioners, several 
conclusions seem in order:
1. Although the setting of a proper professional fee is, in the 
words of this booklet’s title, a difficult art, too many practitioners 
devote too little time to the task. They are inclined to rely upon 
formulas which seldom reflect all of the costs of operating a pro­
fessional practice. One of the most significant of these costs is the 
annual income which a professional man has a right to expect from 
his practice. Yet relatively few CPAs — and the few are generally 
the successful ones — make a determined effort to establish this 
income goal and to design their fee schedule to produce it.
2. Time devoted to an engagement can be a useful gauge in 
setting a fee for it — if certain conditions are met. First of all, the 
men assigned to the engagement must be assigned “in grade” — 
that is, the salary cost of each of them should be closely related to 
the expected value of their contribution to the engagement. The 
work, too, must be closely supervised to avoid a dissipation of effort 
in the detours and dead-ends which can occur in many engagements. 
Finally, the billing rates must be based on realistic estimates of the 
number of productive hours which can be expected of each man. 
If any of these conditions are not met, the “time” yardstick in billing 
can be a trap for the unwary — leading to one of two undesirable 
results: the client is overcharged, or the CPA is underpaid.
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3. There are other circumstances, moreover, when time alone 
must be a highly defective measurement of service. In these cases, 
a reasonable fee can be determined only through a subjective evalu­
ation of the skill and technical knowledge required to perform the 
needed services — and of the results to be attained in rendering them. 
Of course, this evaluation might occur when various levels of staff 
men were assigned to the engagement in grade — and thus the time 
factor could conceivably provide a fair standard for billing pur­
poses. More often, however, the evaluation can be better under­
taken at the completion of the engagement when all of the factors 
are clearly known.
4. As a matter of policy, some accounting firms decline any 
engagement which will not warrant charging rates which will at 
least recover their full costs and thus enable them to maintain an 
office equipped to render high quality service. Although experiences 
with costs and chargeable time differ among firms, individual basic 
rates usually can be derived from the application of two proposi­
tions: (a) direct “labor” cost is the ratio between annual salary and 
annual chargeable hours; and (b) direct “labor” cost should not 
exceed 50% of the fee (no firm interviewed felt it should be more, 
and some felt it normally should be less). Under these conditions, 
for example, a $6,000-a-year staff man who could be expected on 
the basis of experience to produce 1,600 hours of chargeable time 
would have a salary cost of $3.75 per hour, requiring an hourly 
billing rate of at least $7.50. If his record indicated that 1,400 
chargeable hours was a more realistic estimate, the direct “labor” 
would cost $4.29 per hour with a minimum rate of $8.60.
5. Basic rates, when once established on a sound basis, provide 
a control point in the day-to-day management of a practice. Natu­
rally, specific engagements may require adjustments from the rates; 
but the practitioner, knowing that he must average these rates over 
the year if he is to achieve his income goal, will be aware of the 
impact of every departure from his “standard” charges. He will, in 
other words, have built into his practice a “point of resistance” to 
the pressure for lower fees.
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6. Since value to the client is a vital element in the acceptability 
of a fee, accountants cannot command a professional fee unless 
they render a truly professional service. The CPA certificate in 
itself cannot establish the level of fees. It merely indicates a certain 
degree of competence. The heart of the matter is whether that com­
petence has been delivered to the client — and whether the client 
is fully aware of its delivery.
The subject of gaining client acceptance is beyond the scope of 
this brief study. It will be considered, however, in a future bulletin.
This present study has tried to provide some guidance on many 
of the problems which arise in establishing reasonable fees. It has 
not answered one question: how much should a fee be? The reason 
for this is obvious: there simply is no single answer to that question.
But it is hoped that this bulletin has offered some insights into 
the underlying factors in fee setting — and that this background in­
formation, coupled with the descriptions of the methods used by 
successful firms, will enable the practitioner to arrive at fees in 
keeping with the circumstances peculiar to his own practice.
Even if it only provokes forthright discussions of the subject, 
however, it will have done a good deal. For these discussions, in 
turn, are certain to encourage more practitioners to devote the time 
necessary to mastering the difficult art of setting professional fees — 
fees which will fairly reflect the value of their services and the full 
cost of performing them.
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Case Studies in Fee Setting
The five case studies outlined below are representative of the 
rate structures employed by the 22 highly regarded firms who were 
personally interviewed about their fees.
These firms are located from coast to coast in communities 
ranging in population from less than 15,000 to the largest cities 
in the country. Although their fee practices are not necessarily 
representative of the profession, they are indicative of the situations 
existing in a number of successful firms.
No significant variations in rates among these firms could be 
attributed primarily to either the size of the firm or community. 
Although the upper range of partners’ rates was higher in the major 
cities in some cases, the usual rates for both partners and staff were 
well distributed among all sizes. As a matter of fact, the lowest 
rates were charged by a three-partner firm in a large eastern city, 
while the rates of an individual practitioner in a small midwestern 
town were among the highest. This may seem to indicate that, 
among successful firms, the experience and ability of the individual 
and the reputation of the firm can enable a firm to overcome lower 
fee levels which may sometimes be associated with geography or the 
size of the city in which the practice is conducted.
Bills Clients at “Cost”
Each individual in this firm of five partners and 25 staff men 
has his own rate and an extension of the time involved at the stand­
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ard rate is usually the fee rendered. Except for tax work, adjust­
ments, either up or down, are relatively rare and occur in less than 
10% of the cases.
This firm reasons that if a fair and reasonable compensation to 
the partners is acknowledged as a cost their standard rates represent 
the cost of providing service. The client should pay these costs, un­
less the firm is at fault. If unnecessary time is consumed or poor 
scheduling of manpower is involved, this firm considers these con­
ditions to be results of its inadequate management, and feels the 
additional costs should be absorbed by the firm. On the other hand, 
if a staff man makes a significant technical contribution not normally 
expected from his grade, an upward adjustment is sometimes made. 
In most cases, however, “value” is taken into consideration by 
taking pains to schedule the work so the staff men are engaged in 
work normally performed within their respective grades.
The rates used are a product of twice the direct salary costs, 
which are figured on an annual chargeable time standard of 200 
seven hour days. Although the actual performance sometimes ex­
ceeds 1,400 hours, the firm feels this is a realistic yardstick to use. 
On this basis, the day rate works out to be one per cent of the 
annual salary, and the rate is easily applied to the salary with a mini- 
mum amount of computation. Close control is maintained to see 
that these rates are billed, on the average, during the course of the 
year.
Examples of the hourly rates within the firm derived from this 
and rounded off are: Junior (@ $4,800), $7.00; Senior (@ 
$8,000), $11.50. Rates for the partners, depending on their age 
and experience, range from about $15 to $25 an hour.
Per Diem Rate Affected by Class of Service
This individual practitioner bills basically from a standard per 
diem rate for his six man staff, but varies his own rate to some extent.
Engagements for almost all of his clients result in audit reports; 
but his practice also includes corporate tax work and a substantial 
amount of “management service” work incorporated in his long 
form reports.
42
Although lump sum adjustments may occasionally be made 
(equally up or down), he averages the per diem rate for work on 
which the standard rate would normally apply.
The normal hourly rates in this firm are:
Junior (beginner) — $5 (business school or two years’ college)
Junior (one-two years) — $6
Senior — $8 (average)
Supervisor — $10
Principal — $10 (field work minimum) — $15 (usual)
The time of the clerical staff is charged for at a rate of $3.50 an hour.
In addition to the above rates, the time involved in some types 
of work is usually billed at double the usual rates, including such 
things as corporate tax work (no individual returns are prepared 
except for officers of client companies), pension trusts and profit 
sharing plans. (The practitioner devotes a substantial proportion 
of his 1,200 chargeable hours to work in such areas.)
The standard hourly rate for the accounting staff is established 
by taking the hourly salary being paid to the employee (i.e., 
1/2,000 of the annual salary) to which is added an amount equal 
to 125% of the salary for overhead, supervision and salary for 
non-chargeable time. Then twenty per cent of the sum of the salary 
and overhead is added for firm income.
Irrespective of the rates, $25 is the minimum bill which the 
firm will render (e.g., a conference with a non-regular client). Also, 
the minimum fee for the preparation of a complete set of corporate 
tax returns is $250.
Once a bill is rendered, this firm will make no downward adjust­
ments if the client complains about the size of the fee. Its members 
will take considerable pains to explain the fee, but will withdraw 
from the engagement if the client insists on the fee being reduced. 
This situation is minimized by the policy of the firm to give the 
client an idea of the rough range of the probable fee as soon as 
possible, and discussing the fee with the client on an interim basis, 
if the charges are running high.
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Adjusts Upward from Minimum Rate
In deciding on an appropriate fee for an engagement, this firm, 
consisting of two partners, three staff, two clerks, attempts to 
weigh the value to the client and the amount of technical work in­
volved as well as the amount of time spent. They use a calculated 
time rate as a minimum guide and adjust upward from it, when 
circumstances warrant it. The firm confines its activities to auditing 
and tax work. Only in figuring fees for preparation of tax returns 
do they consciously take into account the client’s ability to pay.
The firm’s minimum hourly rate schedule, based on two times 
the direct labor cost, is: Juniors —$6; Seniors —$8; Partners — 
$10. The firm often bills 25% higher and sometimes 50% higher 
than the basic time rate figure would indicate for some services with 
the greatest fluctuation at the partner level. These adjustments are 
based on the “in charge” partner’s evaluation of the work performed.
This firm has no fixed fee or retainer clients. Most bills are 
sent annually (e.g., for annual audits) or semi-annually. Since more 
than 50% of the firm’s clients are on a well distributed natural 
business year basis, the billing level remains fairly steady through­
out the year.
Clerical help is charged to the client at $3-4 an hour and travel 
time is also added to the fee. Only the most extended telephone 
calls are billed.
The firm usually discusses fees in the initial engagement, espe­
cially if the job is comparable to work done for a previous client 
in a similar type of business.
Fees Vary With the Level of Service
The hourly rates for the eight staff men in this five partner 
office are established basically by class. These rates are: Juniors — 
$4-5; Semi-Seniors — $6-7; Seniors — $6-7; Junior Partners —$8; 
Senior Partners — $10. However, in setting rates, the ability of the 
individual staff man is taken into account.
The results of the job and financial position of the client are also 
considerations in setting fees. Although time spent serves as the 
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foundation for calculating a fee, this firm generally makes adjust­
ments from a straight time basis.
Fees for various levels of services vary. Fees for tax work and 
more difficult assignments are adjusted upward in accordance with 
the level of the engagement. When a staff man does work normally 
handled by a lower grade, during periods when he would not be 
otherwise assigned, it is usually billed at the lower rate.
Fixed fees and retainers are rarely used. The firm attempts to 
give a client a very rough estimate of the fee or a maximum figure 
but very rarely mentions hourly rates. The bill is usually sent upon 
completion of a job. Audit work and tax work are usually billed 
separately.
Clerical time is not figured separately. Neither is travel time 
unless it occurs during regular working hours. Charges for business 
conferences and telephone conversations are determined by the 
partners for each job and usually only extended conversations are 
included in the fee.
Discussion of fees varies with clients and type of job. The firm 
tries to give a new client a rough minimum estimate or an idea of 
the maximum figure. Any major variations are discussed as the 
work progresses so the client is kept informed of the costs. The firm 
seldom mentions hourly rates in these discussions.
Three Departments— Three Rate Structures
“It rarely happens that we bill strictly by accumulated time at 
the regular rate, except for auditing,” says one of the nine partners 
of a firm which employs about 40 staff men.
The firm operates with three distinct departments, each of which 
is directed by a senior partner. They are Auditing, Systems & Pro­
cedures, and the Tax Department.
The average basic per diem (seven hour) rates for auditing 
(Juniors — $45; Semi-Seniors — $60; Seniors — $75) are extended 
for each job but some adjustment for level of engagement and value 
of work performed are more the rule than the exception. For ex­
ample, if time runs less than usual for a low level of work performed 
by a higher grade staff man, the firm bills the higher rate. The 
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partners’ hourly charges range from $20 to as much as $50 for 
infrequent special engagements. The rate for systems specialists is 
$18-20 per hour and for tax specialists, $20 and up. The basic 
rates have been established at what the firm feels is the general 
practice in charging for staff time. Although no formula is applied, 
the rates are roughly between two and two and a half times the 
average salary cost in each of the staff grades.
In pre-engagement discussions with a client, the firm gives him 
some idea of the per diem rate structure and will give a very rough 
estimate of the total fee if the client insists upon it. If the firm feels 
that the fee is running higher than the estimate, it is brought to the 
client’s attention early in the engagement.
The firm is retained for a fixed fee by some clients but does not 
like this practice. Clients for whom special work or systems work 
is being performed are billed once a month. Tax work is billed on 
completion. Some regular clients are billed when the report goes 
out and others are billed annually, although the firm dislikes this 
method of billing. (This seems to be the consensus of many suc­
cessful CPA firms. One prominent practitioner in another firm says 
of annual billing, “I bill yearly only in the case of small audits 
where the fee is predetermined. I find that this practice minimizes 
any collection problems which may result from an annual bill 
where the amount involved is considerable.”)
The firm uses a 15 minute billing unit. The decision to charge 
or not to charge for telephone calls is based on the subject dis­
cussed — travel time is charged for only if it occurs during working 
hours. Clerical time is usually absorbed in general overhead.
Summary of Basic Hourly Rates Charged hy 22 Firms
Staff Class
Actual
Range
Usual
Practice
Juniors (0-2 years’ experience) $ 4.50- 7.00 $ 6.00
Semi-Seniors (3-4 years’ experience) $ 6.00- 8.00 $ 7.00- 8.00
Seniors (5 +  years’ experience) $ 7.00-12.00 $ 8.00-10.00
Supervisors $ 8.00-20.00 $ 8.00-12.00
Principals* $10.00-25.00 $15.00-20.00
* On certain engagements some firms report that the upper limits would be appreci­
ably higher.
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Appendix A
Modifications of “Standard” Fees
From time to time unusual elements are involved in engagements 
(other than taxes) where the practitioner should decide if some upward 
or downward adjustment to his usual fee is in order. He must then de­
termine the amount of the adjustment to be applied, if such a course is 
decided upon. One prominent CPA says, “I feel that every bill that goes 
out must have judgment applied to it after first noting what it might 
amount to at ‘standard’ billing rates.” Policies of different firms vary in 
regard to adjusting their fees, but the firms interviewed felt that modifica­
tions might be warranted, under certain conditions, for the following 
reasons:
Increase in Fee
1. An engagement is completed in less than the usual time, because 
of exceptional effort and familiarity with the problems involved.
2. The results achieved through the work of the firm are unusually 
good and the value to the client is enhanced.
3. Unusually skillful technical application may have to be employed 
to achieve the desired result.
4. Substantially increased costs may be anticipated. Some firms make 
some change to the current bill for repetitive clients so the entire increase 
will not be charged at one time.
Decrease in Fee
1. Time lost breaking in inexperienced personnel on their assign­
ments, or excessive time when compared to prior years and supervisor or 
partner feels it can be done in less time the following year.
2. Inadequate supervision or explanation may result in work which 
need not have been done.
3. Scheduling difficulties may require a higher price man to do work 
which he can do no better or faster than a lower grade man.
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4. Some firms may choose to defer or absorb some of the costs of 
becoming familiar with a new client’s operation.
5. The charges are running higher than the firm led the client to 
expect and cannot satisfactorily explain them to the client.
Cases Where Upward Adjustments Were Made
(a) The time spent for all personnel on an audit of a corporation 
selling contracting equipment at retail was 285 hours. In this case the 
time was slightly under the prior year but the business was larger and the 
work more difficult. The semi-senior who acted as a senior on the audit 
had been there twice before and is more than usually rapid. The total of 
$2,014.25 for time was increased by $189.25 to $2,203.50 to bring the 
semi-senior up to the $8.50 an hour senior rate. Our bill then went 
out as $2,225.00 for fee plus $346.93 for expenses, total $2,571.93.
(b) A highly unusual case in our practice is a situation where the 
client is a corporation doing about two million dollars a year, and in 
which the entire stock ownership is held by one person who resides and 
spends most of his time a couple of thousand miles away from the site of 
the business operations. Our engagement was a continuous audit on a 
monthly basis. We felt the responsibility assumed by us because of the 
absence of adequate supervision by ownership warranted our billing at 
approximately four times our basic minimum rates.
(c) The audit of a retail store in a medium size town resulted in a 
raw fee, at “standard” rates, of $1,581.50. The managing partner’s long 
experience and special knowledge were used to work out a complicated 
employment agreement for the general manager. Accordingly his rate 
was increased to $25 (from the $20 standard) an hour, adding $105 to 
the total. The semi-senior conducted the work very well and did about 
as well as any senior would have done. His time was refigured at $8 an 
hour (two-thirds of the way from the semi-senior to the senior rate). 
That brought the total time charged to $1,747.25. The bill was made out 
for $1,750.00 for services plus $208.34 in expenses, total $1,958.34.
(d) The three stockholders of a client corporation had reached a 
point of violent disagreement, as to how the provisions of an option agree­
ment should be executed in order for one of them to acquire additional 
shares at what seemed to be bargain prices.
After interpreting the so-called accounting provisions of the agree­
ment, I acted as referee in the negotiations for a compromise. After a 
continuous all day session with the principals and their attorney, one of 
several suggestions was agreed upon.
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I felt that since (1) I had made an important contribution to the 
successful existence of the company, (2) the evident satisfaction of the 
principals with my efforts, and (3) the exhausting nature of the meeting 
warranted a bill based on double my usual hourly rate of $15.
Cases Where Downward Adjustments Were Made
(a) The junior was slow on the audit of a charitable organization 
and took over 25 hours longer than any other man had. The work is 
quite uniform and the audit had been done annually for 30 years, without 
the fee exceeding $375. We refigured the three and a half hours of the 
senior partner’s time at junior partner field rates and the junior’s on the 
basis of 50 hours instead of 75. That left $432 out of the original figure 
of $618. This was arbitrarily cut another $22 and the invoice went out 
at $410. We felt that inflationary pressures justified about a 10% in­
crease over the previous year’s invoice.
(b) The engagement was to prepare certified financial statements, 
for state security-registration purposes, for a newly formed life insurance 
company about six months after it had started writing insurance policies.
The policies were very intricate — the client’s accounting staff was 
inexperienced — records were inadequate — the company’s actuaries were 
in a different city — and our firm was not very familiar with this field. 
Extraordinary care was required and exercized and as a final precaution­
ary measure, we asked an accounting firm experienced in the life insur­
ance field to review our work papers and proposed report. This resulted 
in several changes in accounting treatment and report presentation.
As we went along, we scaled down our rates as best we could to reflect 
our limited experience in this field and a certain amount of backing and 
filling. On the other hand, we felt that we had planned and carried on 
the work intelligently from beginning to end.
When all the charges were added up, the billable amount was about 
$2,800. We actually reduced our bill almost $800. We felt that on the 
next similar case, with our increased experience in this field, we could 
proceed with greater sureness and efficiency and that the reduced time, 
multiplied by our standard rates, would then be in the neighborhood of 
$2,000. We did not feel that the first client should pay us for acquiring 
the experience necessary to handle a similar engagement more efficiently.
(c) In an audit of an automobile dealer with a branch at a distant 
point, the books, particularly of the branch, were found to be in very bad 
condition. Because the work had taken much longer than anticipated, 
even though it was no fault of ours, the 156 hours of the semi-senior’s 
time was figured at junior rates. Even so, the bill came to $4,720 (includ­
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ing expenses and referred work to other accountants near the branch 
office). This matter was discussed fully with the client before billing. 
The client had been with us a long time. He recognized the necessity and 
value of the work but had never had a bill larger than about $2,500 
before and he felt it was just “too big” for his business after extended 
deliberation. We billed at $4,200 which was acceptable and paid. We 
continue with the client but are now in a position to require our regular 
rates.
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Appendix B 
Use of Fixed Fees
Over 2,100 offices represented in the Institute membership replied to 
a questionnaire asking: “Do you have clients on a fixed fee basis?” The 
affirmative replies do not imply that a fixed fee is the usual method 
employed by these offices, but only that they use them for some clients.
On a national basis, 77% of the offices reported that they make use 
of a fixed fee for certain clients.
Although little regional variation was found in the use of fixed fees, 
the number of small offices using them was somewhat higher than the 
national average. The range of fluctuation among the offices of varying 
size was limited, however.
The national and regional figures for various community and office 
sizes are shown on the following pages.
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Appendix C
Usual Basis for Setting Fees
The following tabulation, by office size, represents the distribution of 
the various criteria usually employed by 2,100 accounting offices in 
determining their fees.
One CPA
No. of Staff* 0-1 2-9 Total
Time spent 18.5% 23.5% 20.2%
Time spent with adjustments 
for circumstances 40.3 37.9 39.5
Special rates for tax work, 
time spent for most other 23.0 22.9 23.0
Depends on the engagement 
and the circumstances 18.2 15.7 17.3
Total 100.0 100.0 100.0
Tw o-Fon r CPAs
No. of Staff* 0-1 2-4 5 or more Total
Time spent 20.0% 20.0% 23.3% 20.4%
Time spent with adjustments 
for circumstances 43.7 38.0 36.4 39.9
Special rates for tax work, 
time spent for most other 23.7 25.7 30.2 25.6
Depends on the engagement 
and the circumstances 12.6 16.3 10.1 14.1
Total 100.0 100.0 100.0 100.0
Five and Over CPAs
No. of Staff*
5-9
0-4
5-9
5 or more
5-9
Total
10 or more 
Total
Time spent 19.1% 21.5% 20.5% 21.2%
Time spent with adjustments 
for circumstances 47.9 45.4 46.5 40.4
Special rates for tax work, 
time spent for most other 18.1 20.8 19.6 28.8
Depends on the engagement 
and the circumstances 14.9 12.3 13.4 9.6
Total 100.0 100.0 100.0 100.0
* Refers to non-certifi ed staff members.
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